STATE OF MAI NE Docket No. 94-430
PUBLI C UTI LI TIES COW SSI ON
Septenber 1, 1998

PUBLI C UTI LI TIES COW SSI ON ORDER
Comm ssion Inquiry into Establishnent

of Low I ncone Di scount Rate for

Resi denti al Households and to Allocate

Wat er Supply Costs Anpbng Cust oner

Cl asses on a Volunetric Basis

(Public Advocate Petition Filed 12/5/95)

VWELCH, Chairman; NUGENT, Conmi ssi oner

l. SUMMARY
In this Order we term nate our inquiry.
11. BACKGROUND

On Decenber 3, 1994, the Public Advocate (OPA) filed a
petition asking the Comm ssion to initiate a rul emaki ng pursuant
to 5 MR S.A 8 8055 and Chapter 110, Part 5 of the Conm ssion's
Rul es. The petition included a draft proposed rule. The
proposed rule would require water utilities to offer a | owincone
di scount rate for residential water custoners and all ocate water
supply costs anong custoner classes on a volunetric basis for
rate increases greater than 10% unless authorized otherw se by
the Comm ssion follow ng an evidentiary hearing. On February 23,
1995, the Conm ssion issued an order denying OPA' s request to
open a rul emaki ng. Instead, the Conm ssion opened an inquiry to
gat her additional information about the OPA's two proposals.

The Conmm ssion established a work group consisting of
representatives of the Comm ssion staff, Public Advocate, and
consultants hired by both the Comm ssion and OPA (Wrk G oup) to
assist in gathering further information. The group issued its
Low I ncome Water Rate Investigation Report (Report) on July 2,
1997. The report concluded that affordability of water is a
probl em for sone Maine custoners. The Report identified four
possi bl e approaches to address that problem offering water
conservation neasures; providing credits or discounts;
redesigning rates to provide relief; and subsidizing custoners
fromgeneral tax revenues. Although the Work Group agreed that
affordability was a problemfor sone custoners and general tax
relief was unlikely, they could not agree on what approach, if
any, they would recommend to the Comm ssion. The Wirk G oup
suggested that its Report be put out for public coment to gather
addi tional information.
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I11. DISCUSSION

After reviewi ng the Report, we do not believe that seeking
addi tional comments will bring us closer to acting on the issues
raised in the Public Advocate's original request. The OPA asked
the Comm ssion to adopt a rule that would require every water
utility inthe State to offer a program of reduced cost services
to qualified low incone custonmers. This was an attenpt to
respond to the price increases resulting fromwater utility
conpliance with the federal Safe Drinking Water Act. The Report
suggests that such a programcould operate in a manner simlar to
existing electric utility low incone assistance progranms with
either a discount or a credit based on bills not exceeding a
certain percentage of incone.

However, unlike electric and tel ephone utilities, there is
no |l egislative authority for water utilities to consider incone
of custoners in establishing rates.! In fact, rates for nunici pal
and quasi-nunicipal water utilities nmust be uniformwthin the
service territory where costs are substantially uniform 35-A
MR S. A 8 6105(3).

Uility rates cannot be designed to give preference to any
particul ar person or class of custoners. 35-A MR S. A 8§ 702.
CGenerally, rates follow the costs attributable to serving a

particul ar class of custoners. See e.q., Maine Water Co. V.
Public Utilities Commission, 482 A 2d 433, 455-458 (Me. 1984)
(di scussing cost of service principles). |In certain instances

the Legislature has directed departures from cost-based rates
based on other policy considerations. For exanple, in enacting
35-A MRS A 8 7101 (fornerly 35 MR S.A 8 74) in 1983, the
Legi slature determ ned that all telephone subscribers benefit
when virtually anyone else in the State can be called, thereby
justifying special rates for |ow incone custoners to further such
uni versal service. Simlarly in 1991, the Legislature
specifically required the Conm ssion to consider the ability of
| ow-i ncome custoners to pay in full for electric services as
electric rates are redesigned 35-A MR S. A 8 3152(1)(C). The
Comm ssion had earlier rejected a pilot programoffering | ow

i ncome custoners a discount because it deviated from cost-based
principles. Docket No. 89-68 (COct. 31, 1990). The Legislature
t hen aut horized the Comm ssion to consider the needs of |ow

i ncone custoners in designing rates. This was at a tinme when
electric rates were rapidly increasing, with a particularly
adverse inpact on electric space heat custoners.

'For electric utilities, see 35-A MR S. A 88 3152(1)(C
3153-A, 3154, 3214; for telephone utilities see 35-A MR S. A
88 7101(1), 7104.
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Al t hough we have general authority to ensure just and
reasonabl e rates and rate design, requiring all (or sone) water
utilities to provide |ow incone custonmer discounts, where the
costs will be nade up by other ratepayers, raises policy issues
nore appropriately resolved by the Legislature. The Report
suggests that water bills exceeding 2% of a household's incone
shoul d trigger sonme form of assistance. The Report notes that
al t hough the average water custoner pays .87% of annual incone
for water (assunes average househol d i ncone $20, 527, average
annual bill $178.59), that as annual househol d i ncome goes down,
the relative percentage of water utility burden increases
dramatically. Nonetheless, we note the need for assistance in
water bills is not of the sane magni tude of those presented by
electricity. For exanple, in CW's Electric Lifeline Program
the | owest incone custoners nust agree to pay at |east 6% of
their incone if their estimted annual usage is 5000 kWh or nore
and 11% when esti mated annual usage exceeds 14, 000 kWh or nore.
These custonmers have annual electric bills ranging from $650 to
$1820.

The Report al so suggests water utilities could offer
conservation prograns with the costs being paid by al
ratepayers. The only statutory authority related to water
utilities' offering conservation services is contained in 35-A
MR S.A 8§ 6107. Before a utility may institute a system
devel opment charge to finance capital outlays for water system
expansi ons caused by increased denmand for service, it nust
report to the Comm ssion its efforts in inplenenting water
conservation prograns. The utility nust state what conbination
of system devel opnent charges and new conservation prograns Wl |
allow the utility to neet growing demand in the | east costly
manner. Only two water districts in Maine have established
system devel opnent charges (Kennebunk, South Berw ck).

The issue of water conservation has also arisen in
i ndi vidual rate cases or investigations into building new plants.
For exanple, the Portland Water District (PW) agreed in a
stipulation to explore and inplenent conservation prograns or
techni ques which are cost-effective. Portland Water District,
Proposed Increase In Rates, Docket No. 90-042 (April 19, 1990);
Portland Water District Proposed Increase in Rates, Docket No.
91-162 (April 27, 1992).2 Wthout further direction fromthe
Legi sl ature nmandati ng cost effective conservation efforts by al
water utilities, we believe the course we have taken of

2l ndeed, Conmi ssioner Nugent heard strong public praise from
the Executive Director of the People's Regional Cpportunity
Program (PROP, the community action agency in Cunberland County)
about the effectiveness of PWD s water-conservation program for
| ow-i ncone persons and the conm tnment of PWD s nmanagenent to it
during Comm ssion's "On the Road" session in Bridgton in the fal
of 1997.
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consi dering conservation in individual cases, adequately
addresses the need for conservation.

The OPA's proposed rule would al so require every water
utility that seeks an increase in rates of 10% or greater to
assign those costs to each custoner class on the sane proportion
as the volune of water sold to each custoner class in the
precedi ng cal endar year unless the Conm ssion allows a deviation
fromthe requirement. The Report suggests a nunber of ways rate
design can be used to alleviate the burden of water bills on | ow
i ncome custoners. This includes |owering the m nimum usage
anount (generally 1200 cubic feet). As noted in the Report, this
may hel p sone | ow incone custoners (in smaller househol ds) but
not benefit others. The report al so describes changes in
declining block rate structuring. W prefer to treat such rate
design i ssues on a case-hby-case basis. The proposed rule would
create a bl anket requirenent that nay not be necessary or
beneficial for all water utilities depending on their custoner
base. Mst water utilities have already conplied with the
surface water treatnent requirenments of the Safe Drinking \Water
Act, and, although this has caused water rates to increase, we do
not see an effect that would cause us to adopt such a rate design
policy at this tine.

IV. CONCLUSION

As described above, we will not institute a rulemaking to
consider a lowinconme rate for water utilities or to require
specific rate designs for water rate increases.

Therefore we,

ORDER

that this inquiry term nate pursuant to Chapter 110 § 1206(A) and
the Adm nistrative Director close this Docket.

Dat ed at Augusta, Maine this 1st day of Septenber, 1998.
BY THE ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm ni strative Director

COMM SSI ONERS VOTI NG FOR: Wl ch
Nugent



O der - 5 - Docket No. 94-430

NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MR S. A 8 9061 requires the Public Utilities Comm ssion
to give each party to an adjudi catory proceeding witten notice
of the party's rights to review or appeal of its decision nade at
t he concl usion of the adjudicatory proceeding. The nethods of
adj udi catory proceedi ngs are as foll ows:

1. Reconsi deration of the Comm ssion's Order nay be
request ed under Section 6(N) of the Conmm ssion's Rul es of
Practice and Procedure (65-407 C MR 11) within 20 days of
the date of the Order by filing a petition with the

Comm ssion stating the grounds upon which consideration is
sought..

2. Appeal of a final decision of the Comm ssion may be
taken to the Law Court by filing, within 30 days of the date
of the Order, a Notice of Appeal wth the Adm nistrative
Director of the Comm ssion, pursuant to 35-A MR S. A § 1320
(1)-(4) and the Maine Rules of Cvil Procedure, Rule 73 et
seq.

3. Addi tional court review of constitutional issues or

i ssues involving the justness or reasonabl eness of rates may
be had by the filing of an appeal with the Law Court,
pursuant to 35-A MR S. A § 1320 (5).

Not e: The attachnent of this Notice to a docunent does not
indicate the Commi ssion's view that the particul ar docunent
may be subject to review or appeal. Simlarly, the failure
of the Comm ssion to attach a copy of this Notice to a
docunent does not indicate the Comm ssion's view that the
docunent is not subject to review or appeal.



